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Extended abtract

ECOSTATO is an application of system dynamics to the financial policies
of the Ticino State. The project was undertaken by the LSM (Laboratory of
System Model I ing of the University of Lugano) as a pedagogi cal tool to be
used in the training programes of the State Departnment of Human Resource
Managenent (CEFOS — Training and devel opment centre of Ticino State).
ECOSTATO is particularly target to the recently hired civil servants.

When CEFCS approached the LSM the client’s needs were initially defined
in the following terns: “W would |ike to update a pedagogi cal gane that
we have been used successfully for nmany years. Qur gane is about the
formation of the State Budget and we used it to train our new personnel.
The ganme was developed at the md of the ‘80s and we need to update it
both in term of contents and nethodol ogy, considering that the State
financial policies have trenmendously changed in the last few years. W
would like to include the new logic of the public sector interventions
and we coul d al so exploit sone nodern pedagogi cal approaches based on | T”
(first meeting with Paolo Boscacci, CEFOS Director — Novenber 2002).
From this first neeting we understood that system dynami cs was not
considered by the client a crucial elenment of the project, as the old
ECOSTATO was nainly a mechanical exercise on the formation of the State
Budget. Nevertheless we were convinced that it would have been very
important to focus the participants’ attention to the mediumtermeffects
of the budget policies on the econom c and social system Qur assunption
was supported by the way the old gane was designed. In fact participants
pl ayed the role of political actors who had first to propose a progranme



for the State general election, then adm nistrate the budget and finally
pass a new election after a 4year term After few nmeeting with the
clients we were able to refocus the project objectives in the foll ow ng
terns.

The State of Ticino Canton is facing new internal and externa
conplexities deriving form econom c, social and environnental dynam cs.
Anong the major issues, the follow ng seemparticularly crucial:
- The econom c sectors of Ticino are rapidly getting mature and
gl obal ;
Ticino is nore and nore integrated into the EU econonic
space;
The concept of sustai nabl e devel opnent is getting audience in
t he public opinion;

The denographic situation will have a great inmpact on the
soci al expenses;

The State has to undertake conplex infrastructura
investnents with relevant costs and relevant inpact in the
long term

The State is asked to pronote the Region conpetitiveness,
t hrough Hurman Capital devel oprent.

In this context the State Budget will play a crucial role and politicians
will nore and nore evaluated not only in terns of the solidity and
conpatibility of their financial policies, but also on their ability to
identify clear priorities for the political agenda.

This is a new challenge for the State and it will inply to devel op a new
set of conpetences not only in the financial area, but also in the
understanding of the systemc effects of the State policies and
deci si ons.

For these reasons CEFCS decided to ask the LSMto el aborate a new version
of ECOSTATO, in which system dynamics is used to create a sinmulation
nodel of the effects of the States decisions both on the State budget and
on the economic and social environnent. The nodel would be used to
evaluate the trainees’ decisions in terns of:

Their inpact on the State budget (yearly and at the end of the

| egislation — 4 year term

The inpact of the legislation on the Ticino econony, neasured

t hrough the quantitative indicators;

The inmpact of the Governnent policies on specific industries;

The effects of these policies on the Human Capital devel opnent;

Their environmental sustainability of these policies.

The project has been devel oped during 15 nonths and was articulated in
the follow ng phases:

1. Diagnosi s:
a. Analysis of the behaviour of the Ticino' s econom c system and
redefinition of the research questions;
b. Analysis of the priorities of the State interventions;
c. Analysis of the actors’ roles and of the decision process.
2. First Mdel design (sinple version):
a. Mappi ng the key resources;
b. Identification of the major |oops;



c. Ildentification of the system c structures;

d. Analysis of the structure — behaviour rel ationships;

e. Tenporal |ags anal ysis;

f. Model validation

3. Sinmulation and nodel fine tuning:

a. Testing the nodel with a group of senior trainers (i.e. wth
the group that already used the ol d ECOSTATO ;

b. Testing the nodel with a group of new trainers, wth no
experi ence of the old ECOSTATO

c. Elaboration of the final prototype of the node

d. Testing the prototype with a first group of trainees

The Diagnosis was conducted at two levels. First of all we collected
data on the Ticino econony, based on public second hand sources (State
Statistics departnent, Chanber of Conmerce, Industrial Association, and
so on), in order to build a description of the econony and its recent
performances. Secondly we interviewed top and mddle |l|evel civi
servants, to get a list of the Admnistration priorities in various
fields: education and research, infrastructures and nobility; social
services; |abour market; fiscal policy, etc. The interviews were al so
used to understand the formal and informal aspects of the political
decision making process. One very delicate issue in this phase was to
obtain a clear description of the political agenda. As a matter of fact
the beginning of our project coincided with the begging of a new
| egislation and thus with a hard phase of negotiations anong political
parties to share a common agenda for the CGovernment. Several nonths were
spent to tray to finalise a list of priorities, as our counterparts in
the administration were in a sort of standby, waiting for parties’
deci si ons.

Qur first sinple nodel was finally designed on the bases of the
information we collected and around an dynam c engine which reflects a
sinplified Keynesian econom c system

The second crucial process turning point energed when we shared this
initial version of the nodel with the senior trainers. As a matter of
fact they tent to remain stickled to the old |ogic of ECOSTATO, centred
to mechanics of the State budget nore than to the effects of the
political decisions. They expressed a strong need for a pedagogical tool
that could be used in training participants on the budget preparation.
The evaluation of the systemc effects of the budget policy was
considered inportant for nore sophisticated and high |evel training
progranmes. W finally understood that what we have negotiated with the
CEFCS director was not conpletely transferred to our interlocutors. This
issue was extrenely relevant as the senior trainers have a great
influence on the all target groups: newtrainers and future trainees. W
dealt with this issue negotiating a project enlargenent in which the new
ECOSTATO is used after a basic training on budget preparation, using
tradi tional pedagogi cal tools.

What can be learn from a process point of view is that the project’s
objectives need to be clearly negotiated not only wth the key
counterpart, which can take the final decision about the project, but
also with the other relevant actors which may play an influential role
during the process. Their commitnent is obviously crucial to determ ne
the success or the failure of the entire project.
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